State of Utah FY 2006 Budget Recommendations
EcoNOoMIC DEVELOPMENT AND
e HuMAN RESOURCES

Where Will My Taxes Go for
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(Including the Governor’s Recommendations)

$55 million for Facilities Infrastructure
Devel opment

* Rehabilitates homes for some of Utah's lowest
income popul ations; approximately $40,000 in
materials are donated, as well as 25,000 volun-
teer labor hours ($150,000 value).

 Creates and preserves approximately 1,040
multi-family units with the Olene Walker
Housing Loan Fund

$16 million for Cultural Devel opment
 Circulates 267,800 items to patrons of the
Regional Library for the Blind and Disabled
 Leads acollaborative partnership bringing in
20 exhibits to 46 different institutions

$11 million for Economic Devel opment

 Facilitates technology transfer from Utah uni-
versities to create new businesses through the
Centers of Excellence Program

¢ Creates and retains Utah jobs by assisting Utah
companies in securing an estimated 1,000 gov-
ernmental contracts bringing $352 million to
Utah companies

$3 million for Human Resources
« Supports the newly completed Utah Job Match
recruitment system to provide quick and easy
access to job and recruitment information
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Megan Hough, Analyst

Merit/COLA Increases:
The State Compared to Counties
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Note: The county average includes Davis County, Salt Lake
County, Washington County, Utah County, and Weber County.

Governor’s Recommendation Highlights
(All Funding Sour ces)

» $1,000,000 - Centers of Excellence

» $100,000 - Smart Sites

» $5,000,000 - Hill Air Force Base Defense
Alliance

» $4,442,800 - Industrial Assistance Fund earned
credits

» 3.0 percent COLA for employees

Industrial Assistance Fund
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The Industrial Assistance Fund has averaged an 11.4:1
return on investment and created an average of 1,840 jobs per
year for the last five years.
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BUDGET OVERVIEW

Community and Economic Development

The Department of Community and Economic
Development (DCED) endeavors to create quality
Utah jobs, foster a productive business climate
within the state, and enhance the quality of life for
everyone in the state.

For FY 2006 the governor recommends that
DCED receive $90,597,500 in total funds. This
amount includes $37,355,000 in General Fund, a
9.0 percent increase from the FY 2005 authorized
General Fund amount. As shown by the pie chart
on the previous page, the majority of DCED's
budget pays for facilities infrastructure develop-
ment, which promotes affordable housing, facili-
tates infrastructure devel opment, and enhances
quality of life.

In addition to fully funding health and dental
rate increases, the FY 2006 recommended appropri-
ation includes $753,100 in General Fund
(%$1,036,300 in total funds) to provide employees
with a 3.0 percent cost-of-living salary adjustment
(COLA) and market comparability adjustments.
Although employees were given a dlight increase
for FY 2005, no increases were given in FY 2003
or FY 2004. Asaresult, some employees salaries
have lagged significantly behind the generd job
market. For example, the librariansin DCED have
an average salary that is 47.1 percent below the
market average. In addition, at the Arts Council,
the arts program speciaists average sdary is
35.6 percent below the market average. When
salaries are significantly below market, the state
has difficulty retaining its experienced employees.

Human Resour ce Management

The Department of Human Resource
Management (DHRM) manages state employee
classification, compensation, recruitment, selection,
and devel opment.
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For FY 2006 the governor recommends that
DHRM receive $3,483,000 in total funds. This
amount includes $3,091,000 in General Fund, a4.4
percent increase from the FY 2005 Genera Fund
amount.

In addition to fully funding health and dental
rate increases, the FY 2006 recommended appropri-
ation includes $112,300 in Genera Fund to provide
employees with a 3.0 percent COLA and market
comparability adjustments. The state gave employ-
eesa 1.0 percent COLA for FY 2005. No increases
were given in FY 2003 and FY 2004. Inflation
during this time period was 5.1 percent. The
average actual salaries paid to state employees have
falen to 19.9 percent below market, the furthest
state employees have ever been behind market. A
2004 Central States Compensation Association
report ranked Utah next to last among 25 centra
states for only giving a 1.1 percent salary increase
over the last three years.

In the past, benefits provided to state employees
were significantly richer than market and were one
of the state's biggest competitive advantagesin
attracting and retaining a quality workforce.
However, as benefit costs have increased, the state's
benefit package has lost its market advantage, and
isnow only 1.2 percent above the market. With
benefits in line with market averages, and wages
19.9 percent below market, state government no
longer has a competitive advantage in the labor
market for attracting and retaining a quality work-
force.

Career Service Review Board

The Career Service Review Board (CSRB)
administers state employee grievances and appeal
procedures. CSRB also mediates disputes between
agencies and employees.

For FY 2006 the governor recommends that
CSRB receive $213,000 from the General Fund, a
17 percent increase.



State of Utah

FY 2006 Budget Recommendations

In addition to fully funding health and dental
rate increases, the FY 2006 recommended appropri-
ation includes $5,000 in Genera Fund to provide
employees with a 3.0 percent COLA and market
comparability adjustments.

GOVERNOR'S RECOMMENDATIONS
Community and Economic Development

General Fund

* Provide $500,000 in ongoing funds and
$500,000 in one-time funds for the Centers of
Excellence. In FY 2004 the program denied
requests for approximately $2,500,000 due to
limited available dollars. These denials
resulted in university technologies not receiv-
ing assistance in licensing and job creation.

* Provide $100,000 in ongoing funds for devel-
oping additional Smart Sites, and collectively
marketing these sites to obtain more contracts
and create more jobsin rural Utah. The Smart
Sites have created 1,000 jobs since their incep-
tionin FY 2001.

* Provide $80,000 in ongoing funds to the State
Library to implement a children's library
program.

* Provide $32,000 in ongoing funds to the State
Library for adigita recording system.

* Provide $15,000 in ongoing funds and $15,000
in FY 2005 supplementa funds to the Office of
Hispanic Affairs. The legidature added a posi -
tion to the office, but it was not fully funded.

* Provide $10,000 in ongoing funds to the Divi-
sion of Indian Affairs for the identification and
repatriation of remains.

* Provide $10,000 in ongoing funds and $10,000
in FY 2005 supplemental funds for the Martin
Luther King, Jr. Human Rights Commission.
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The office has been using one-time funds for
operating expenses for several years.

Provide $80,000 in FY 2005 supplemental
funds to the Utah Arts Council to design the
Utah commemorative quarter.

Provide $5,000,000 in one-time funds for the
Hill Air Force Base Defense Alliance.

Provide $45,000 in FY 2005 supplemental
funds to State History for relocation expenses.

Provide $4,442,800 in FY 2005 supplemental
funds to the Industrial Assistance Fund for
earned credits.

Provide $100,000 in FY 2005 supplemental
funds to the Utah Arts Council for the mainte-
nance of the art collection.

Provide $200,000 in FY 2005 supplemental
funds to the Tourism Marketing Performance
Fund as required in statute when tourism taxes
have met or exceeded the 4.0 percent growth
rate.

Other Funds
* Provide increased dedicated credit authority in

FY 2005 and FY 2006 for Housing and
Community Development to collect $850,000
from Questar and Utah Power for weatheriza
tion.

Provide increased dedicated credit authority in
FY 2005 and FY 2006 for Housing and
Community Development's Office of Black
Affairsto collect $25,000 for its scholarship

program.

Provide increased dedicated credit authority in
FY 2005 for Housing and Community
Development's Office of Pacific Idander
Affairsto collect $84,100 for a program to
increase awareness of cancer-related issues
affecting the Tongan population in Utah.
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* Provide one-time authority for the Utah Arts
Council to accept $75,000 in federa fundsto
evaluate the arts education partnerships.

* Provide authority in FY 2005 for Housing and
Community Development's Office of Museum
Services to accept $42,900 in federal funds and
collect $33,700 in dedicated credits for market-
ing Utah's museums.

Human Resour ce Management

All Funds
» Fund an 11.8 percent increase in health insur-
ance premiums for the Public Employees
Health Plans (PEHP).

* Fund a 6.0 percent increase in dental insurance
premiums for PEHP.

» Thelong-term disability insurance rate is
increasing from 0.6 percent to 0.75 percent,
however, the governor was unable to consider
this increase due to PEHP's late submission
date. Because this benefit is defined in statute,
the governor recommends the legislature's
favorable consideration of this increase.

» Thereis no retirement contribution increase in
FY 2006, except the judges’ retirement, which
increased 112 basis points.

» Fund DHRM's market comparability adjust-
ment recommendations and provide a 3.0
percent cost-of-living adjustment for all state
employeesin FY 2006.
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Career Service Review Board

General Fund
* Provide a $35,000 FY 2005 supplemental and
an ongoing $40,000 appropriation to pay for
increased costs for grievance cases brought to
the board.

FY 2006 PROPOSED L EGISLATIVE INTENT

Community and Economic Development

* Funds appropriated in each line item of DCED
are nonlapsing.

e Any remaining net proceeds paid to the state
from the liquidation of the Utah Technology
Finance Corporation shall be deposited in the
Industrial Assistance Fund.

* The department shall work with Hill Air Force
Base Defense Alliance to use the additional
one-time General Fund of $5,000,000 to iden-
tify and pursue missions from other bases that
can best be accomplished at Hill Air Force
Base.

Career Service Review Board
* Funds for CSRB are nonlapsing.
Human Resour ce M anagement
 Funds for DHRM are nonlapsing.

* COLAs shall become effective beginning the
first pay period of FY 2006.
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ELECTED OFFICIALS

Hunter Finch, Analyst

Where Will My Taxes Go for Elected Officials?
(Figure Based on Total FY 2006 Funding)

Attorney
General
54%

Auditor
6%

Highlighted Services

(Including the Governor’s Recommendations)

$37 million for Attorney General's Office
 Bringsin about $80 million in state revenue
 Currently leads the country in per capita arrests
gnd convictions for internet crimes against chil-
ren

$15 million for Criminal and Juvenile Justice
» Passes $12.5 million in federal grants to state,
local, and private non-profit agencies
» Adminigters the Crime Victim Compensation
Fund to 6,800 victims annually

$10 million for the Governor's Office
¢ Supports the statewide Utah Wireless
Information Network
* Supports comprehensive state tax reform

$4 million for the Sate Auditor's Office
« Audits for financial compliance, comprising
approximately $17 billion in expenditures or
expenses
* |ssues on average 80 audit reports and 40
investigation or specia project reports annually

$2 million for the Sate Treasurer's Office
» Manages the $5.5 hillion investment fund
* Returns about $11 million in unclaimed prop-
erty to owners
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Governor
37%

Governor’s Recommendation Highlights
(All Funding Sour ces)

 $1,460,000 - Budget system database purchase
and maintenance

e $750,000 - Commission on Criminal Juvenile
Justice partia restoration of Genera Fund from
temporary funding source.

« $500,000 - Crime Reduction Assistance (forfei-
ture) Program (also $300,000 FY 2005 supple-
mental)

» $289,000 - Four Attorney Genera positions

» $268,700 - Attorney General settlement fees

 $187,200 - Three auditor positions

Elected Officials Receive Funding
from a Variety of Sources

General Fund
$31,409,800
Dedicated

Credits
$15,213,400

Other Funds
$1,500,000

Restricted
Funds
$6,977,200

Federal Funds
$13,451,800




Budget Recommendations - Elected Officials

BUDGET OVERVIEW

Four of Utah's statewide elected officials head
the Attorney General's Office, the State Auditor's
Office, the Governor's Office, and the State
Treasurer's Office.

For FY 2006 the governor recommends el ected
officias receive $68,552,200 in total funds. This
amount includes $31,409,800 in Genera Fund, a
7.4 percent increase from the FY 2005 authorized
General Fund amount. As shown by the pie chart
on the previous page, the majority of elected offi-
cia's budget goes to the Attorney General's Office.

In addition to fully funding health and dental
rate increases, the FY 2006 recommended appropri -
ation includes $1,075,000 in Genera Fund
(%$1,639,900 in total funds) to provide employees
with a 3.0 percent cost-of-living salary adjustment
and market comparability adjustments. Although
employees were given an increase for FY 2005, no
increases were given in FY 2003 or FY 2004.

GOVERNOR'S RECOMMENDATIONS
Attorney General

General Fund
* Provide an ongoing appropriation of $220,000
for three attorneys to address Utah College of
Applied Technology, Corrections, and Human
Resources/Career Service Review Board case
load increases.

* Provide an ongoing appropriation of $69,000
for the position of ID theft investigator.

 Provide an ongoing appropriation of $24,600 to
Children's Justice Centers providers for cost-of-
living adjustments of 2.0 percent.

* Provide an ongoing appropriation of $13,200
for an 11.9 percent salary and benefits increase
recommended by the Executive and Judicial
Compensation Commission (Compensation
Commission).
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* Provide an FY 2005 supplemental appropria-
tion of $268,700 to pay attorneys feesfor the
David C. (foster care) and Worker's
Compensation Fund cases.

State Auditor

General Fund
* Provide an ongoing appropriation of $187,200
to fund restoration of two auditor positions and
creation of one performance auditor position.

* Provide an ongoing appropriation of $4,500 for
a 4.3 percent sdlary and benefits increase rec-
ommended by the Compensation Commission.

Governor's Office

General Fund
* Provide an ongoing appropriation of $50,000
for the Commission on Criminal and Juvenile
Justice (CCJJ) to evaluate and coordinate the
Drug Offender Reform Act (DORA).

* Partidly restore $750,000 in ongoing General
Fund to CCJJ and reduce its allocation from the
Crime Victim Reparation Trust Fund by the
same amount. During the economic downturn,
the state had temporarily replaced $1,514,400
of CCJJ s Genera Fund with trust fund monies.
Because current appropriations are depleting
the trust fund, the governor recommends this
switch back to General Fund.

* Provide an ongoing appropriation of $18,600 to
reallocate FY 2005 compensation package
funding.

« Provide an ongoing appropriation of $92,000 to
fund the domestic violence state coordinator.
This position was previoudly funded for two
years by atransfer from the Crime Victims
Reparations Office.

* Provide an ongoing appropriation of $60,000 to
fund budget system maintenance.
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FY 2006 Budget Recommendations

* Provide an FY 2005 supplemental appropria
tion of $1,400,000 to fund the purchase of a
new budget system.

* Provide an FY 2005 supplemental appropria
tion of $100,000 to fund inauguration expenses
for the new governor.

* Provide an ongoing appropriation of $6,000 to
the governor for a 4.5 percent salary and bene-
fits increase and $3,600 to the lieutenant gover-
nor for a 3.5 percent salary and benefits
increase recommended by the Compensation
Commission.

Other Funds
* Provide an ongoing appropriation of $500,000
in restricted funds and an FY 2005 supplemen-
tal appropriation of $300,000 in restricted funds
to the Crime Reduction Assistance (forfeiture)
program.

State Treasurer
General Fund
* Provide an ongoing appropriation of $7,800 for

a 7.6 percent salary and benefits increase rec-
ommended by the Compensation Commission.

FY 2006 PROPOSED L EGISLATIVE INTENT

Attorney General

» Fundsfor the Attorney Generd's Office are
nonlapsing.

» Fundsfor contract attorneys are nonlapsing.

» Funds for the Children's Justice Centers and the
Prosecution Council are nonlapsing.

» Fundsfor the prevention of domestic violence
are nonlapsing.
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Funding sources and personnel cost billings to
state agencies utilized by the Attorney
General's Office shall be reviewed and
approved by the legidature.

State Auditor

Funds for the State Auditor are nonlapsing.

Governor's Office

Funds for the Governor's Office are nonlapsing.

Funds for the State Elections Office are non-
lapsing.

Funds for the Governor's Emergency Fund are
nonlapsing.

Funds for RS 2477 Rights of Way are non-
lapsing.

Funds expended from the RS 2477 Fund shall
be used for litigation or negotiations designed
to quiet title to existing rights of way estab-
lished before 1976 under RS 2477 guidelines.
The governor or a designee shall present a
report to the legislature during each general
session detailing activities funded within this
lineitem.

Funds for the Governor's Office of Planning
and Budget are nonlapsing.

Funds for CCJJ are nonlapsing.

Funds for the Chief Information Officer are
nonlapsing.

State Treasurer

Funds for the State Treasurer are nonlapsing.
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Budget Recommendations - Environmental Quality

ENVIRONMENTAL QUALITY

Where Will My Taxes and Fees Go for

Environmental Quality?
(Figure Based on Total FY 2006 Funding)

Air Quality
20%

Water Quality
20%

Hazardous
Substances
Mitigation Fund

1%
Environ.
Response/
Remediation
15%

Radiation
6%

Drinking Water
8%
Solid and

Executive Hazardous Waste
Director's 15%

Operations
15%

Highlighted Services

(Including the Governor’s Recommendations)

$48 million for Environmental Quality
* Protects public health and the environment
from the harmful effects of air pollution

* Oversees the state’s public drinking water
systems and protects the public aganst water-
borne health risks, altogether atotal of 1,850
water sources

» Monitors approximately 220 licensees and
2,500 facilities, from dentist offices to hospi-
tals, that have registered X-ray units

 Ensures proper management of solid and haz-
ardous waste

« Aidsin protecting surface and ground water
quality of more than 16,000 miles of rivers and
streams, 3,000 lakes and reservoirs, and
approximately 510,000 acres of wetlands

* |mplements waste cleanup plans and coordi-
nates the agency’ s response to spills and acci-
dents that threaten the environment

Joseph Brown, Analyst

Air Quality for Highest Pollution Days
in the Greater Wasatch Area

140%
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80% 1

60% T ]
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0% 1
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The worst air quality exceeds 100 percent of standard.

Governor’s Recommendation Highlights
(All Funding Sour ces)

 $2,070,000 - High-level nuclear waste
opposition

* $200,000 - Watershed programs

 $82,500 - Waste management auditor

Percent Stream Miles Meeting
Standards
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State of Utah

FY 2006 Budget Recommendations

BubGET OVERVIEW

The Utah Department of Environmental Quality
(DEQ) safeguards human health and quality of life
by protecting and enhancing the environment.

For FY 2006 the governor recommends that
DEQ receive $47,919,700 in tota funds. This
amount includes $12,759,200 in Genera Fund, a
33.3 percent increase from the FY 2005 authorized
Genera Fund amount. The magjority of this General
Fund increase is due to a one-time recommendation
of $2,070,000 to keep high-level nuclear waste
from coming into the state.

In addition to fully funding health and dental
rate increases, the FY 2006 recommended appropri-
ation includes $859,700 in General Fund
($2,470,400 in total funds) to provide employees
with a 3.0 percent cost-of-living salary adjustment
and market comparability adjustments. Although
employees were given a dlight increase for
FY 2005, no increases were given in FY 2003 and
FY 2004. Asaresult, some employees sdaries
have lagged significantly behind the genera job
market. DEQ has always had a difficult time hiring
for certain positions due to the specialty of the job
and the limited number of individuals qualified for
these positions. As aresult, DEQ often hires entry
level personnel and invests significant resources to
train those individuals. Once trained, it is difficult
to retain employees when the private sector is
willing to pay significantly more for their services.

GOVERNOR'S RECOMMENDATIONS

General Fund
* Increase funding for high-level nuclear waste
opposition by $2,070,000 with one-time funds.
These funds are necessary to continue estab-
lishing the state's position against high-level
nuclear waste coming to Utah.
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» Recommend $200,000 in one-time funding to
promote the governor's watershed initiative.
This funding will be used to protect and
enhance Utah’ s waters by promoting water edu-
cation activities, encouraging partnerships
involving private groups and public agencies,
advocating pollution prevention through per-
sona stewardship projects, and acknowledging
the water quality education and improvement
efforts of individuals and groups.

Other Funds
* Provide $82,500 from the Environmental
Quiality Restricted Account for an auditor who
will provide financial oversight of the various
hazardous waste programs monitored by the
department.

* Recommend one-time funding of $93,700 and
ongoing funding of $54,300 from the
Environmental Quality Restricted Account to
improve records and file management of moni -
tored and inspected waste disposal systems.

FY 2006 PROPOSED L EGISLATIVE | NTENT

* Any unexpended groundwater permit adminis
tration fees are nonlapsing and authorized for
program use in the following fiscal year to
reduce the fees charged.

» Any unexpended funds in the air operating
permit program are nonlapsing and authorized
for program use to reduce the fee in the second
fiscal year following the year the unexpended
funds occurred.

* Funding of $2,070,000 for high-level nuclear
waste is nonlapsing.
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HEALTH

Where Will My Taxes Go for Health?
(Figure Based on Total FY 2006 Funding)

Medicaid
88%

Community
and Family Health
6%

Children's Health
Insurance
Health Systems 0,
2%
Improvement

1%

Epidemiology

and Lab
Services
1%

Highlighted Services
(Including the Governor’s Recommendations)

$1.6 hillion for Medicaid
* Hedlth care for 190,000 individuals
» Primary hedlth care for 19,000 individuals

$103 million for Community and Family Health
» Tobacco cessation services for 7,850 smokers
» 118,000 vaccine doses for children and adults
» Cancer screening for 6,800 women

$37 million for Children’s Health Insurance (CHIP)
» Hedth and dental care for 28,000 children

$16 million for Epidemiology and Lab Services
 Detection and investigation of communicable
diseases, including E. coli and influenza
» Enhanced capacity to rapidly detect and
respond to bioterrorism events

$14 million for Health Systems I mprovement
» Basic hedlth and safety inspections in 580
health care and 2,700 child care facilities
« Statewide efforts to reduce the estimated 327
deaths/year due to medical errorsin hospitals

$27 million for other services, such aslocal health
department and bioterrorism funding
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Nathan Checketts, Analyst

Improving Economy, Slower Medicaid Growth

12.5%

10.0%

7.5%

5.0%

2.5% 7

0.0%

Percentage Increase in Caseload

FY2001 FY2002 FY2003 FY2004 FY2005* FY 2006*
*Estimated

Utah's unemployment rate peaked at 6.3 percent in April 2002
and has fallen to 4.8 percent in September 2004.

Governor’s Recommendation Highlights
(All Funding Sour ces)
Medicaid
e $67 million - Caseload growth
 $38.9 million - Inflation increases
 $20 million one-time - Replace payment
system
* $9.3 million in General Fund - Changein
federal match rate

Inflation Increases Differ for Major
Medicaid Providers

20%
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o
€8 M M -
g 7 0%
T .2
Ea
[0
55
al ﬂT
0% 1
FY 2003 FY 2004 FY 2005 FY 2006*
*Recommended




State of Utah

FY 2006 Budget Recommendations

BubGET OVERVIEW

The Department of Health (Health) seeks to
protect the public's health by preventing avoidable
disease and injury, assuring access to quality heath
care, promoting healthy lifestyles, and monitoring
health trends and events. Health manages the
state's Medicaid program, which provides health
care for eligible low-income individuas. The
department also manages other health care pro-
grams and provides an array of public health serv-
ices.

For FY 2006 the governor recommends that
Health receive $1,816,824,300 in total funds. This
amount includes $327,023,400 in Generd Fund, a
13.9 percent increase from the FY 2005 authorized
General Fund amount. As shown by the pie chart
on the previous page, the majority of Health's
budget pays for the Medicaid program, which
receives alarge amount of federal funds.

In addition to funding health and dental
increases, the FY 2006 recommended appropriation
includes $1,647,300 in General Fund ($4,550,200
in total funds) to provide employees with a 3.0
percent cost-of-living salary adjustment and market
comparability adjustments. Although employees
were given a dight increase for FY 2005, no
increases were given in FY 2003 or FY 2004. Asa
result, some employees saaries have lagged signif-
icantly behind the general job market. For instance,
Health reports difficulty recruiting experienced reg-
istered nurses to provide administrative case man-
agement for children in foster care because quali-
fied candidates can make more money elsewhere.
Low salaries for epidemiologists were aso afactor
in two employees leaving to work for local health
departments. In addition, computer programmers
trained in commercially-used programming lan-
guages are often recruited away for higher saaries
in the private sector.
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GOVERNOR'S RECOMMENDATIONS

General Fund

» Fund Medicaid utilization and caseload growth
with $15,421,400 in ongoing General Fund
($67,028,500 in ongoing total funds). These
funds are needed to allow Medicaid to continue
to operate with the same dligibility criteria,
benefits package, and provider reimbursement
rates. As shown in the graph on the prior page,
FY 2006 caseload growth is estimated to slow
from the over 10 percent growth experienced in
recent years. Slower caseload growth is attrib-
uted to the economy improving and unemploy-
ment declining.

« Increase ongoing General Fund by $9,338,700
and reduce ongoing federa funds by
$9,338,700 to account for areduction in the
percentage of Medicaid costs paid for by the
federal government. Although Utah has
received a favorable change in the match rate
over the last three fiscal years, the FY 2006
change will require additional state funds to
draw down federal funds. The recommended
funds are needed to maintain the existing
Medicaid program.

* Provide $10,559,100 in ongoing Genera Fund
($38,915,000 in ongoing total funds) to give
Medicaid providers an increase in their reim-
bursement rates for inflation. Half of these
funds will cover an 11 percent increase in pre-
scription drug prices. While some providers,
including federally qualified health centers and
Medicare Crossover, will receive mandated
increases for inflation, the majority of Medicaid
providers will receive a 2.0 percent increase in
their reimbursement rates. These inflationary
increases will help providers cover their
increasing costs and encourage them to con-
tinue providing services to Medicaid clients. A
2.0 percent cost-of-living adjustment is also
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recommended for funds given to loca health
departments.

Increase ongoing General Fund by $1,574,800
(ongoing total funds by $5,450,000) to continue
emergency adult dental servicesin Medicaid.
Because the 2004 |egidature did not appropri-
ate sufficient funds to provide these services
through all of FY 2005, the governor also rec-
ommends an FY 2005 General Fund supple-
mental of $480,000 ($1,722,900 in total funds).

Provide $75,800 in ongoing Genera Fund
($190,900 in ongoing total funds) for three
positions to implement the federally required
system to calculate the payment error ratein
Medicaid.

Appropriate $2,000,000 in one-time General
Fund ($20,000,000 in one-time total funds) to
fund the first phase of the replacement of the
Medicaid payment system. The federal govern-
ment matches each dollar of state funding for
these projects with nine dollarsin federa

funds.

Increase ongoing funding by $100,000 for the
Medical Examiner’s Office to address rising
transportation costs and an increased casel oad.

Other Funds
* Reduce ongoing federal funds and dedicated

credits by $23,936,000 to account for the
implementation of Medicare Part D drug cover-
age. Whileit is estimated the state will save
$7,314,000 in ongoing General Fund from
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reduced Medicaid drug costs, the federal gov-
ernment will recapture the state savings, a
process referred to as a clawback. Meanwhile,
the state will face higher Medicaid caseload
growth for those eligible for both Medicaid and
Medicare and therefore will need additional €li-
gibility workers to process the new cases.

FY 2005 PrROPOSED L EGISLATIVE INTENT

e |If funds are available, the Division of

Epidemiology and Lab Servicesis authorized
to not lapse up to $200,000 at the end of

FY 2005. These funds are to be used for the
purchase of lab equipment, computer equip-
ment and software, or building improvements.

Funds previously appropriated for enhance-
ments to the electronic Resource Eligibility
Program, known as e-REP, are nonlapsing.

FY 2006 PROPOSED L EGISLATIVE INTENT

» Feescollected for the purpose of plan reviews

by the Bureau of Licensing are nonlapsing.

Funds for the Primary Care Health Grants are
nonlapsing.

Funds for acohol, tobacco, and other drug pre-
vention, reduction, cessation, and control pro-
grams are nonlapsing.

Civil money penalties collected for child care
and health care provider violations are non-

lapsing.
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